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THEN AND NOW 

June 3, 1955, marked the eightieth anniversary 
of a historic event. On that day in 1875, in his attic work¬ 
shop in Boston, Massachusetts, Alexander Graham Bell 
first sent human voice sounds over a wire. Our front cover 
reproduction of Dean Cornwell's dramatic canvas depicts 
this occasion with historical accuracy.* 

Bell's first crude, hand-fashioned instrument 
bears little resemblance to its modern counterpart designed 
by Bell Telephone Laboratories and produced by Western 
Electric Company. The modern instrument incorporates the 
latest technical advances, is smart in design, and is produced 
in new decorator colors as well as the traditional black. 

*The Cornwell portrait is reproduced through the courtesy of the New 
England Telephone and Telegraph Company, owners of the original. 
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telephones in service 

Increased 26,340 during the year to a total of 467,103 
at the close of the year. 

calls 

A new record for volume of calls was set during the 
year. The average number of calls per day reached 
2,186,000. 

expansion 

Expenditures for new construction amounted to 
$12,820,000. Total investment in telephone plant at end 
of year was $119,593,000. 

taxes 

Operating taxes were the highest in the Company’s 
history, amounting to $9,904,400, equal to 25 percent 
of gross revenues. In addition, customers’ excise taxes 
amounted to $4,316,000, bringing total taxes to an 
average of $2.62 per month per telephone. 

earnings 

Earnings per share amounted to $5.44 compared with 
$5.16 in 1954. 

dividends 

The regular dividend of $4.50 was declared making 
1955 the 77th consecutive year in which dividends have 
been paid. 
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To the Shareholders: 

An aggressive merchandising program, together 
with the high level of general business activity made the 
year 1955 one of exceptional expansion and growth. 

Large capital outlays for new construction—the 
largest of any previous year—were again required to meet 
the heavy demand for service. 

The increase in the number of telephones served 
was the third largest in the history of the Company, being 
exceeded only in the years 1946 and 1948 when we were 
catching up with the pent-up wartime demand. 

The volume of local and distant calls reached 
an all time high. 
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financial results 


Net earnings increased $355,853 and amounted to $5.44 
per share compared with $5.16 for 1954. The regular div¬ 
idend of $4.50 per share was declared making this the 77th 
consecutive year in which the Company has paid dividends. 

Operating revenues amounted to $39,569,005, an increase 
of 6.2% over 1954 due chiefly to the increased volume of 
business. 

Operating expenses excluding taxes, amounted to 
$22,693,223, an increase of 6.2% over 1954. This increase 
represents the added cost of handling the increased volume 
of business, wage increases and depreciation on a greatly 
expanded plant. 

Operating taxes amounted to $9,904,400, an increase of 
5.2% over 1954. 

In addition to taxes paid by the Company, excise taxes 
collected from our customers for Federal and state govern¬ 
ments amounted to $4,316,000, a decrease of 10% from 1954 
due to reductions in federal excise tax rates in April, 1954. 

Thus, the total direct taxes paid by the telephone users 
amounted to $14,220,400 in 1955. They accounted for 28% 
of the average telephone bill and were equivalent to $2.62 
per month per telephone. 

In our Annual Report for 1954 we advised that there 
was pending in the Court of Common Pleas of Hamilton 
County an action which was filed in the names of two 
customers on behalf of all customers, seeking to compel the 
Company to make restitution of some part of the rates 
collected while the order of The Public Utilities Commission 
of Ohio of May 28,1953 was in effect. 

We can now report that the Court of Common Pleas on 
the 6th day of June, 1955 decided this case in our favor 
and dismissed the plaintiffs’ petition. Plaintiffs, however, 
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have filed an appeal in the Court of Appeals for the First 
Appellate District of Ohio and we are advised that this case 
will be argued in the Court of Appeals sometime this spring. 
It is the position of the Company that under the Ohio law 
the plaintiffs in this action are not entitled to any recovery 
and the Company will, of course, take every step necessary 
to sustain its position. 

plant and equipment 

The continued heavy demand for telephone service 
caused substantial expenditures for new construction 
amounting to $12,819,501 compared with $9,446,869 in 
1954. After deducting for plant retired from service, there 
was a net increase in plant of $8,091,843 in 1955. For the 
ten postwar years, the net increase in plant investment 
amounted to $68,000,000 which was more than the total 
plant investment at the end of 1945. 

Total investment in telephone plant at the end of the 
year was $119,592,537. This is an increase of 132% since 
1945, while the number of telephones in service increased 
only 89% during the same period. This indicates how 
sharply capital costs of expanding and improving the tel¬ 
ephone plant have increased in relation to the number of 
telephones added. 

Our average investment per telephone has increased 
from $209 in 1945 to $251 at the close of 1955. Even if 
prices should level off, the investment per telephone will 
continue to increase as more telephones are added and the 
older plant is replaced at today’s higher prices. 

In addition, the tremendous growth in all phases of the 
operation of the business is exhausting such facilities as 
warehouses, garages, and office space which are classes of 
plant and equipment not tied in directly with the telephones 
served. It will be necessary to supplement such facilities 
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so that we may insure continued efficient operations. These 
additions will further increase our investment per telephone 
without providing communication facilities for increasing 
the number of telephones that can be served. 

The large demand for telephone service is causing a 
shortage of supply in certain materials, particularly cable. 
Due to the cable shortage, the Company may be limited in 
the extension of its lines. We will, however, do everything 
possible to meet our customers’ desires. 


financing 

The additional money required to finance the additions 
and improvements to our plant was obtained through tem¬ 
porary bank loans. These loans amounted to $5,600,000 at 
the close of the year. 

The large growth in the business is again illustrated in 
the increase in the number of shareholders and shares out¬ 
standing. At the end of 1955 there were 10,632 shareholders 
and 1,249,917 shares outstanding compared with 3,800 and 
549,768, respectively, twenty years ago. The shares at the 
end of 1955 were held by 5,922 women and 3,210 men, the 
balance being chiefly joint accounts, trusts and institutions, 
including insurance companies which hold their stock for 
the benefit of their many policy holders. 

72% of our shareholders reside in the area served by the 
Company, the balance reside in 46 states and Hawaii, 
Canada and England. 

telephones and calls 

Telephones in service increased by 26,340 compared to 
18,779 in 1954. There were 467,103 telephones in service 
at the close of the year. All telephones have been dial 
operated since November, 1952. 
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The volume of calls again set a new record, averaging 
2,140,000 local and 46,000 distant calls per day compared 
with 2,030,000 local and 39,000 distant calls in 1954. 

It may be of interest to note that during the year, our 
subscribers had facilities at their disposal to call any one 
of approximately 53,000,000 telephones throughout the 
United States and an additional 38,000,000 telephones scat¬ 
tered throughout the other countries of the world. 

service improvements 

The over-all quality of our service continued at a high 
level during the year. 

Service was further improved in the City of Hamilton 
and surrounding territory by extending the area in which 
local calls can be made and by offering service with fewer 
parties on the line. A new exchange building was con¬ 
structed in the southwestern portion of Clermont County 
which will be known as the Plymouth Office and will be 
placed in service on May 20,1956. Land has been purchased 
and construction has been started on a new garage in South- 
gate, Kentucky. To enable us to efficiently handle the in¬ 
creasing demand for service, additions were made to two 
garage buildings; and parcels of land have been purchased 
to permit expansion of buildings at two exchange locations. 

During 1955 the change to the new telephone numbering 
plan was completed in the Greater Cincinnati area. This is 
in preparation for the introduction of customer direct 
distance dialing, whereby our customers will be able to 
dial distant station-to-station calls without the aid of an 
operator. The telephone numbers of other areas will be 
changed with the distribution of the next issue of telephone 
directories and all numbers will be changed by May, 1956. 
This new plan, known as the “2-5” numbering plan, is a 
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nation-wide numbering system under which all telephone 
designations will consist of two letters and five digits. 

The introduction of customer direct distance dialing is 
scheduled for May 20, 1956. At that time customers in 
the Greater Cincinnati area will be able to dial directly 
to 28 near-by points within our operating area and 22 
points beyond. Direct distance dialing will be extended 
to additional customers in 1957 and to all of our customers 
by 1958. Customer direct distance dialing is made possible 
through the installation of Centralized Automatic Message 
Accounting machines. This equipment will record the billing 
details of each call on perforated tapes from which the 
customer’s distant-calls statement will be prepared. 

Customer direct distance dialing will be extended progres¬ 
sively to more and more distant points as the facilities are 
made available, both within our Company for originating 
and beyond our Company for terminating such calls. It 
should be realized, however, that due to the magnitude of 
the manufacturing and installation work and the substantial 
capital costs, it will require some years before customer 
direct distance dialing is extended to all parts of the nation. 

Approximately 8,000 additional lines were installed at 
various central offices to care for growth and to permit 
giving our customers improved types of service. 

Television facilities were expanded and we are now 
transmitting programs in color daily over our circuits 
to two local television stations. Additional local circuits 
for transmission of television programs were installed at 
hotels, theaters and certain downtown business locations. 

The number of single-party residence telephones at the 
close of the year was 76,416, or 26% of total residence tel¬ 
ephones compared with 61,979, or 22% at the close of 1954. 
This is an increase of 14,437, or 23% in the better grade 
of service. 
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merchandising program 

The merchandising program, which originated in 1954 
when telephone equipment became available following many 
years of material shortages and pressing war demands, 
was aggressively continued throughout the year 1955 and 
contributed substantially to the creation of customer de¬ 
mands for basic services and the many accessory items. 

The goal of the Company’s merchandising program is to 
offer every telephone user a more complete service, with all 
the accessory items and services that will provide a “tel¬ 
ephone package” tailored to meet the needs of each home 
and business. 

A key feature of this program is the intensive effort on 
the part of all telephone people to participate in this very 
important phase of our business. Employees who deal di¬ 
rectly with the public, of course play a major part in the 
selling program. The Commercial employees in their con¬ 
tacts with customers are placing emphasis on such items 
as extensions, colored telephones and other auxiliary items. 
Also, the Plant man on the customer’s premises is often 
able to suggest ways to improve the arrangement and 
usefulness of the service. 

telephone people 

The accomplishments of the year were made possible 
through the efforts and skill of the telephone men and 
women. As a service industry we rely heavily on the capac¬ 
ity of our people. The Company is proud of its people and 
the job they are doing in providing good telephone service. 

At the end of the year there were 3,665 telephone men 
and women, an increase of 176 over 1954. 

To carry out the responsibilities expected of them, tel¬ 
ephone men and women must be adequately paid and 
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assured of good working conditions and opportunities for 
advancement. Collective bargaining between the Company 
and the union representing non-management employees 
resulted in increased wage rates, effective October 16,1955, 
which kept our wage rates in line with those paid by other 
firms in our territory. These increases together with in¬ 
creases for employees not represented by the union, will 
increase our labor costs by approximately $855,000 per 
year. 

Wages still make up the largest single item of expense 
in providing telephone service. Total wages and related 
costs (payments into the pension fund, disability and death 
benefits, social security taxes, etc.) for the year 1955 
amounted to $17,383,068 an increase of $1,152,205 or 7.1% 
over the previous year. 

New and better ways were adopted to induct people into 
the business in 1955; training programs were improved; 
lines of communications between different levels of the 
organization were strengthened. 

During the year, over 850 employees were promoted. 

In 1955, payments into the pension trust fund amounted 
to $1,049,313, and sickness, accident and death benefits 
totaled $374,602. Amounts accrued for employees’ service 
pensions are actuarially determined and are paid to the 
Bankers Trust Company of New York as trustee of the 
Pension Fund. This fund, which amounted to $13,639,293 
at December 31, 1955, is irrevocably devoted to service 
pension purposes and is not a part of the assets of the 
Company. 

Approximately 82% of the employees participated in one 
or more of the many payroll deduction savings plans. The 
total of such deductions for 1955 amounted to $1,496,491 or 
9.4% of the annual payroll. 
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A wide variety of activities was sponsored during the 
year 1955 by Kilgour Chapter No. 3 of Cincinnati, of the 
Telephone Pioneers of America. The Pioneer group is open 
to all people having 21 years or more of service in the tel¬ 
ephone industry. It is a national organization founded in 
1911 to provide a means of friendly and helpful association 
for both active and retired employees to perpetuate the 
ideals and traditions of the industry. 1,245 of our active 
and retired employees, or 96% of those eligible to join, are 
members. 


good citizens 

Telephone people try to be good citizens in the commu¬ 
nities in which they work and live. They are active in the 
local schools and churches, in health and welfare organiza¬ 
tions, the Boy Scouts, the United Appeals Fund campaigns 
and other community causes, and in many cases give these 
activities effective leadership. 

A further indication of good citizenship is the certifica¬ 
tion of 277 of our employees by the American Red Cross 
to give emergency first aid. As a result of these awards, 
thirty of our motor vehicles now display “Emergency First 
Aid” insignia and are available to give assistance to any 
citizen in case of an emergency. 

Through their experience and training, telephone people 
are frequently able to render valuable assistance in times 
of emergency. The nature of their work quite often pro¬ 
vides opportunity for them to detect personal suffering and 
to render or summon aid to persons injured or in danger. 

Eleven Company citations were awarded to employees 
during the year 1955 for rendering aid to persons seriously 
injured or in danger. The Citations were awarded to 
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Roland Beck, Lawrence Bertsch, Joseph Eichelberger, 
Robert Gleason, Jack Gurley, Henry Mayhall, Jr., Wandell 
Moreland, John Schmidt, Herbert Sinkhom, Melber Streng 
and Gilbert Williams. 

The employees conducted a series of 28 “Family Nights” 
which were attended by 14,500 persons. On these occasions 
the employees at a given location invited their families and 
friends to visit their place of employment and meet the 
people with whom they work. 

accident prevention 

The Company continues to stress safety as an important 
part of our business. 

Programs emphasizing the need for control of personal 
injuries and reduction of motor vehicle accidents are in¬ 
corporated into all operations. 

There were three personal injury lost time accidents dur¬ 
ing the year compared with five for 1954. 

Motor vehicle accidents increased from 199 during 1954 
to 229 in 1955. The “at fault” motor vehicle accident per¬ 
formance in 1954 was one accident for each 68,000 miles 
driven compared with one accident for each 62,000 miles 
driven in 1955. 

The employees and the Company are quite concerned 
with the ever increasing number of accidents on the nation’s 
highways and every effort is being made to promote safe 
driving among telephone people both on and off the job. 

organization changes 

During the past year, three vacancies were created on 
the Board of Directors. Vice Presidents Henry W. Heckle, 
with 33 years and Raymond A. Weaver with 48 years of 
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loyal and useful service, resigned as directors in anticipa¬ 
tion of their retirement under the Company’s automatic 
retirement rule on April 1, and August 1,1955, respectively. 
The Board of Directors filled these two vacancies through 
the election of William G. Barth, Comptroller, and Harvey 
P. Johnston, Vice President. 

On August 1, Reuben B. Robertson, Jr. created the third 
vacancy by tendering his resignation upon appointment by 
President Eisenhower as Deputy Secretary of the Depart¬ 
ment of Defense. This vacancy has not been filled. 

William G. Barth, Comptroller, was elected Vice Pres¬ 
ident and Comptroller on March 21. Harvey P. Johnston, 
Vice President, Personnel and Public Relations, became 
Vice President, Operations, on July 1. Eugene E. Druley, 
General Traffic Manager, was elected Vice President to 
succeed Mr. Johnston on the same date. 


Present indications are that the heavy demand for tel¬ 
ephone service will continue during the year 1956. With 
the continued cooperation of the customers, employees and 
shareholders, we feel the new year will be one of improve¬ 
ment and progress for all concerned. 

For the Board of Directors, 

B. L. KILGOUR, JR. 

President. 


February 3, 1956. 
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CERTIFICATE of AUDIT 


The Cincinnati and Suburban Bell Telephone Company 
Cincinnati, Ohio. 

We have examined the consolidated balance sheet of 
The Cincinnati and Suburban Bell Telephone Company and Citizens 
Telephone Company as of December 31, 1955 and the related con¬ 
solidated statements of income and retained earnings for the 
year 1955. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 

In our opinion, the financial statements (pages 15 
to 19) present fairly the consolidated position of The Cincinnati 
and Suburban Bell Telephone Company and Citizens Telephone Company 
at December 31, 1955 and the consolidated results of their oper¬ 
ations for the year 1955» in conformity with generally accepted 
accounting principles applied on a basis consistent with that of 
the preceding year. 


Cincinnati, Ohio. 
February 2, 1956. 














financial statements 


The consolidated financial statements 
which follow on pages 16 to 19, inclusive, 
consolidate the accounts of The Cincinnati 
and Suburban Bell Telephone Company and 
Citizens Telephone Company. The latter 
Company operates the Kentucky properties 
of The Cincinnati and Suburban Bell Tel¬ 
ephone Company under a lease which pro¬ 
vides that all net earnings of the lessee 
shall accrue to the lessor as rent. 

These companies have since 1913 main¬ 
tained their accounts in accordance with 
Uniform Systems of Accounts prescribed for 
telephone companies by Federal authorities. 
The System of Accounts now in use was 
prescribed by the Federal Communications 
Commission, effective January 1, 1937. 

Telephone plant, with minor exceptions, 
is stated at cost to the Company. 

W. G. Barth, 

Vice President and Comptroller 
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THE CINCINNATI AND SUBURBAN 


BELL TELEPHONE COMPANY AND 


Comparative 


CITIZENS TELEPHONE COMPANY 




ASSETS 

Dec. 31,1955 Dec. 31,1954 

PLANT AND OTHER INVESTMENTS 

Telephone Plant in Service..-.. $117,260,466 $110,995,706 

Telephone Plant Under Construction- 2,283,940 499,293 

Property Held for Future Telephone Use- 48,131 5,695 

Telephone Plant (see page 15)_ 119,592,537 111,500,694 


Investment in Subsidiary not Consolidated- 412,477 364,977 

Capital stock, at cost....$277,477 

Advances_ 135,000 


Other Investments- 145,750 136,700 

Total Plant and Other Investments- $120,150,764 $112,002,371 


CURRENT ASSETS 

Cash_ $ 1,218,069 $ 2,368,508 

Special Cash Deposits and Working Funds- 52,610 46,738 

Current Receivables_ 4,838,249 3,299,497 

Amounts due for service (less reserve for uncollectible 
accounts), toll settlements, and miscellaneous items. 

Material and Supplies- 1,307,095 1,028,826 

Principally for construction and maintenance purposes. 

Total Current Assets- $ 7,416,023 $ 6,743,569 


PREPAYMENTS AND DEFERRED CHARGES 

Prepayments_ $ 245,535 $ 148,691 

Principally insurance and cost of directories applicable 
to periods after close of year. 

Deferred Charges_ 136,383 64,247 

Total Prepayments and Deferred Charges $ 381,918 $ 212,938 

TOTAL ASSETS_$127,948,705 $118,958,878 
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Consolidated Balance Sheet 


LIABILITIES 


Dec. 81,1955 

SHAREHOLDERS’ EQUITY 

Common Stock -$ 62,495,850 

Par value of common stock outstanding. (Authorized 
2,000,000 shares; outstanding 1,249,917 shares.) 

Premium on Common Stock _ 72,756 

Amount received in excess of par value. 

Retained Earnings (sec page 19)_ 8,135,482 

Total Shareholders* Equity _$ 70,704,088 


CURRENT AND ACCRUED LIABILITIES 


Notes Payable to Banks -$ 5,600,000 

Temporary financing of plant additions. 

Accounts Payable and Other 
Current Liabilities _ 4,514,175 

Amounts owing for payrolls, supplies, toll settlements, 
and miscellaneous items. 


Advance Billing for Service, and Customers* 
Deposits_ 

Taxes Accrued_ 

Interest Accrued_ 

Dividend Declared_ 


1,146,393 

8,370,251 

2,669 

1,412,406 


Total Current and Accrued Liabilities _$ 21,045,894 


DEFERRED CREDITS___$ 3,792 


DEPRECIATION RESERVE_$ 36,194,931 

Portion of cost of telephone plant which has been 
charged against operations. 

TOTAL LIABILITIES_$127,948,705 




Dec. 31,1984 

$ 62,495,850 

72,756 

6,953,752 
$ 69,522,358 

$ 1,200,000 

2,925,166 

1,506,403 
8,520,047 
5,938 
1,412,406 
$ 15,569,960 

$ 5,540 

$ 33,861,020 

$118,958,878 
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THE CINCINNATI AND SUBURBAN 
BELL TELEPHONE COMPANY AND 
CITIZENS TELEPHONE COMPANY 


Comparative 


LOCAL SERVICE REVENUES... 


TOLL SERVICE REVENUES... 


MISCELLANEOUS REVENUES_ 

Revenues from directory advertising, rents and 
miscellaneous sources. 


LESS: UNCOLLECTIBLE REVENUES... 


Provision for revenues which may be uncollectible. 

TOTAL OPERATING REVENUES— 


Cost of inspection, repairs, and rearrangements re* 
quired to keep the telephone plant in good operating 
condition. 


DEPRECIATION EXPENSE 


Portion of cost of depreciable property charged against 
current operations. These charges are based on rates 
designed to spread this cost uniformly over the service 
life of the property and represented approximately 
3.3% of the average investment in depreciable plant 
in service. 


TRAFFIC EXPENSES 


Costs incurred in the handling of messages, principally 
operators’ wages. 


COMMERCIAL EXPENSES 


Costs incurred in business relations with customers; 
public telephone commissions; cost of directories, ad¬ 
vertising, etc. 


OPERATING RENTS 


Rents for the use of buildings, poles, conduits and 
other facilities. 


GENERAL AND MISCELLANEOUS EXPENSES: 

Accounting and Treasury Departments- 

Provision for Employees’ Service Pensions... 


Employees’ Sickness, Accident, Death and 
Other Benefits_ 

Services Received under License Contract 

General Administration and Other 
General Expenses_ 


Less: Expenses Charged Construction- 


NET OPERATING REVENUES (carried forward).. 


Year 19ft5 

Year 19ft4 

$ 30,623,231 

... 7,276,398 

- 1,733,324 

$ 29,741,633 

6,216,093 

1,369,522 

63,948 

83,743 

...$ 39,569,005 

-$ 8,743,347 

$ 37,243,505 

$ 8,390,741 

... 3,335,793 

3,165,269 

... 3,437,458 

3,121,031 

... 2,872,160 

2,568,220 

165,894 

111,305 

... 1,521,046 

... 1,049,313 

1,420,054 

1,166,994 

256,567 

373,785 

236,073 

358,641 

... 1,365,429 

427,569 

..$ 22,693,223 

..$ 16,875,782 

1,232,687 

407,527 

$ 21,363,488 

$ 15,880,017 
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Consolidated Income Statement 


Year 1955 Year 1954 

NET OPERATING REVENUES (brought forward)_$ 16,875,782 $ 15,880,017 

OPERATING TAXES: 

Federal Taxes on Income _$ 7,143,000 $ 6,733,000 

Other Taxes —state, local and social security_ 2,761,400 2,683,500 

TOTAL OPERATING TAXES_$ 9,904,400 $ 9,416,500 

NET OPERATING INCOME_$ 6,971,382 $ 6,463,517 

INTEREST CHARGED CONSTRUCTION_ 30,813 20,007 

OTHER INCOME- 31,282 31,554 

MISCELLANEOUS DEDUCTIONS FROM 

INCOME- 93,648 30,093 

INCOME AVAILABLE FOR FIXED 

CHARGES-$ 6,939,829 $ 6,484,985 

INTEREST DEDUCTIONS_ 133,831 34,840 

NET INCOME - $ 6,805,998 $ 6,450,145 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


YEAR 1955 

BALANCE—DECEMBER 31, 1954...$ 6,953,752 

NET INCOME (from Income Statement)_$ 6,805,998 

MISCELLANEOUS ADDITIONS_ 359 

TOTAL ADDITIONS_$ 6,806,357 

DIVIDENDS DECLARED_ 5,624,627 

NET INCREASE_ 1,181,730 

BALANCE—DECEMBER 31, 1955_$ 8,135,482 
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OUTDOOR PUBLIC TELEPHONE IN 1905 
. . Prototype of a modern development 
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THE "AIRUGHT" TELEPHONE BOOTH IN 1955 
... A growing service to our customers 































